University of New Mexico

UNM Digital Repository
SourceMex

Latin America Digital Beat (LADB)

1-5-1994

U.S., Canada, Mexico Enact North American Free
Trade Agreement with Little Fanfare
Carlos Navarro

Follow this and additional works at: https://digitalrepository.unm.edu/sourcemex
Recommended Citation
Navarro, Carlos. "U.S., Canada, Mexico Enact North American Free Trade Agreement with Little Fanfare." (1994).
https://digitalrepository.unm.edu/sourcemex/3065

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in SourceMex by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 57106
ISSN: 1054-8890

U.S., Canada, Mexico Enact North American Free Trade
Agreement with Little Fanfare
by Carlos Navarro
Category/Department: Mexico
Published: 1994-01-05
On Jan. 1, with little fanfare, the US, Canada, and Mexico implemented the North American Free
Trade Agreement (NAFTA). With the trade pact now officially in effect, tariffs have been eliminated
on a total of 14,000 products traded among the three countries. Remaining tariff and non- tariff
trade barriers are scheduled to be phased out in three other stages between 1999 and the year
2009. According to a report by the Trade Secretariat (Secretaria de Comercio y Fomento Industrial,
SECOFI), products allowed to enter the US duty-free as of Jan. 1 include textiles, chemicals, citrus
products, medical equipment, footwear, live cattle, automobile parts, and wines and liquors.
SECOFI said the immediate duty reductions cover about 80% of Mexican products exported to the
US. Meanwhile, about half of all US exports to Mexico, roughly 4,500 items, will now enter Mexico
duty-free. Included are such items as telecommunications equipment, processed foods, editorial
products, heavy equipment, and electronics.
For Canada, duties will be eliminated on about 5% of the products shipped to Mexico, including
chemicals, telecommunications equipment, capital goods, and agricultural products. Nevertheless,
the tariff reductions enacted on Jan. 1 are expected to have little immediate impact on US-Mexico
trade, since average tariffs were already low.
According to The New York Times, the average Mexican tariff on US goods before the enactment
of NAFTA was 10.7%. In fact, Mexico's highest tariff was only 20%. US economists and financial
analysts agree that NAFTA will have little or no immediate tangible impact on Mexico's economy.

An economic boost for Mexico
Mexico's GDP growth for 1994 is expected to range between 2.6% and 3%, a small increase
compared with the less than 2% estimated for 1993. On the other hand, due to the passage of
NAFTA, along with the Salinas administration's success in limiting inflation, some analysts suggest
that the Mexican Stock Exchange (BMV) will be one of the most attractive international markets for
foreign investors during 1994.
Helen Hayes, manager of Janus Worldwide Fund told the US newspaper USA Today that while the
actual benefits of NAFTA remain intangible, the fact that the treaty survived tough challenges in the
US Congress will provide a major psychological boost to the BMV this year. "Psychology can really
boost sentiment in a country and have a big impact on economic growth," Hayes said.
While NAFTA is expected to stimulate the Mexican economy over the long run, critics assert that the
treaty ignores the needs of impoverished Mexicans, some of whom may actually witness a decline
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in their standard of living rather than an improvement under NAFTA. For example, small farmers,
who already suffer from low producer prices for such items as corn, are expected to be hurt further
by increased supply of corn on the market due to the reduction and eventual elimination of tariffs on
imports of corn from the US.
The government's new agricultural assistance program (Programa de Apoyos Directos a la
Agricultura, Procampo) is partially an attempt to help Mexico's small-scale agricultural producers
prepare for NAFTA (see SourceMex, 10/06/93 and 10/27/93). Among other things, the program
encourages farmers to shift production away from corn and into export crops such as winter
vegetables. According to Gustavo Gordillo, deputy secretary for the Agrarian Reform Secretariat
(Secretaria de Reforma Agraria, SRA), a total of 11 billion nuevo pesos (US$3.3 billion) has been
allocated for Procampo for 1994.
Gordillo said the program is expected to benefit 3.3 million campesinos, including 2.2 million
farmers who would have otherwise received no assistance. But critics say the assistance to be
provided by Procampo will not come close to meeting the needs of Mexican farmers, especially the
less efficient producers expected to be displaced as a result of Mexico's new agricultural policies
which emphasize productivity.

Farmers displaced
The new policies are expected to result in increased migration of displaced farmers to Mexican cities
and to the US. During the debate over NAFTA in 1992 and 1993, opponents of the treaty such as the
Mexican Free Trade Action Network (Red Mexicana de Accion frente al Libre Comercio, RMALC)
criticized the trade pact, arguing that it should include mechanisms to address issues such as low
wages, unemployment, and increasing poverty.
The RMALC repeatedly asserted that NAFTA would ultimately widen the existing gap in Mexico
between the wealthy and the poor, thus creating the possibility for social conflicts. In fact,
confirming the worst fears among pro-free trade sectors in Mexico, hundreds of impoverished
Indians launched a rebellion in the southern state of Chiapas on Jan. 1, the same day that NAFTA
went into effect.
The rebels took over four towns in Chiapas, including San Cristobal de las Casas. One leader from
the rebel group, which calls itself the Zapatista National Liberation Army, told reporters that the
rebels oppose NAFTA because they believe the treaty will lead to even deeper poverty in Chiapas.
Rebels reportedly painted anti-NAFTA slogans on walls in the towns they occupied.
"This rebellion was born from problems that NAFTA will solve slowly, or might even worsen, such
as rural poverty, violent disputes for scarce land, threats to native Indian cultures, and a sense of
political powerlessness," said an analysis by an Associated Press reporter based in Mexico City, John
Rice. News of the uprising caused the main index at the Mexican Stock Exchange (BMV) to decline
by more than 4% during the Jan. 3 trading session, the greatest percentage-based loss since August,
when passage of NAFTA in the US remained in doubt.
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For his part, Ernest Brown, senior economist for Latin America at Morgan Stanley, said the fighting
was a reflection of the problem of income distribution in Mexico. Brown said there was some
concern in financial circles that, as a result of the uprising, the Salinas administration might decide
to increase social spending "and produce budgetary red ink."
But other financial analysts suggested the disturbance was an isolated incident that will have little
impact on Mexico's long-term economic potential. They attributed the sharp decline on the BMV
to other factors. "This is mostly profit-taking on the huge rise in the past two weeks by investors
coming back from vacation," said Susana Ornelas of Baring Research.

-- End --
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